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FOREWORD 



Trauitionally vocational educacion has bean gearEd primarily 
CO preparing studancs for employment^-co preparing employees. 
Yet therci is another career path available; students can learn 
how to set up ar4d manage their own businesses. They can become 
entri^preneurs , 

Vocational educations by its very nature, is tcell suited to 
developing entrepreneurs. It iS important that ent repreneurship 
education ba developed and incorporated as a distinct but integral 
part of all vocational education program areas. A Program for 
Acquiring Competence in Entrepreneurship (PACE) represents a way 
to initiate further action in this direction. 

The strength behind these instructional units is the interest 
and involvement of vocational educators and successful entrepreneurs 
in the state of Ohio and across the nation. Special recognition is 
extended to the project staff: Lorraine T, Furu-do, Project Diroctcr 
and Lee Kopp, Program Associate. Appreciation is also expressed to 
the many who reviewed and revised the drafts of the units- Ferman 
Moody J Hannah Eisner, and Sandra Gurvis. We owe a special thanks to 
those consultants who contributed to the content of this publication: 
Carol Lee Bodeen, Louis G. Gross, Douglass Guikema, Peter Haines, 
Philip S* Manthey, Charles S, McDowell, Mary E, McKnight, Steven R. 
Miller, Barbara S. Riley, Barbara A. Rupp , Ruth Ann Snyuer, Robert T_ 
Sutrle, Florence Wellman and Roy H. Young, 

Robert E. Taylor 

Executive Director 

Tlie National Center for 

Research in Vocational Education 



HOW TO JSE PACE 



A Program for Acquiring Compecence in Encreprerieurship 
(PACE) is a curriculum rasponsive Co the need for instruction 
in sntreprenfiurship , It is primarily for poF^s^condary level, 
including four year colleges and adult educE on, but it can 
also be adapted for special groups* PACE is divided into thre^ 
parts (1) Getting Ready to Become ar-. Entrepreneur, (2) Beconiin:: 
an Entrepreneur (establishing a busmes), and (3) Being an 
Entrepreneur Coperating a business). 

Each □[ the three parts has a set of instructional units which 
relate to Chat topic. Within these units, the material is organized 
L'nto three levels of learning: Exposurej aploration, and Prepara^ 
clon/Adaptation, These levels of learning progress from simple to 
complex concepts* 

The levels of learning will enable you to use the PACE materials 
CO suit your individual needs. You may find it best to work with 
tlie expOLure level of one unit and the exploration level of another. 
Or, you may choose to pursue one level throughout the entire series. 
You might also w^nt to work chrough two or more levels in one unit 
before going on to the next unit* 

Before beginning a unit, discuss with your instructor what level 
or levels of learning in that unit are most appropriate to your goals 
and abilities. Read the unit over/lew and look through the pre/post- 
assessments for the three levels to help you in your choice. Also 
check the list of definitions you might need to look up or research 
for that level. 

When you are ready to start, turn to the le%^el you have chosen, 
take the pi eassessment and identify those items which you feel need 
Hpecial attention in the unit. Also look at the learning objectives; 
they will tell you what you should be able to do by the time you 
finish that level of learning. 

As you read, you . _^i notice questions in the margins alongside 
the substantive content portion of each level. Use these questions 
to guide your reading. 

At the end of each level of learning are activities which help ' 
you become Involved with the content presented In the unit, ^n^^ 
your instructor can decide on how many activities" you ..liould do; vou 
may want to do ^-m- ] r you many need to do all. 
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Than, evaluate yourself. Is chare any macari^l chat you need 
to review before you take the postassessment?. The differcnca in vour 
answers on the pre/pogtaisessments should show you hew T-uch vou hav- 
grown in your knowledge of encrepraneur.shlp . 

^en you and your instructor feel that you have successful 1%' 
completed chat level, you are ready to begin another level o^ learning, 
eithar in the same unit or in another. 
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Many businesses suffer or fail because zheir ?vners do n^c ketip 
adequace records of the firr:s^ activities. This u..it introduces you 
to some of the most commonly used and most affectiva business record 
keeping forms available to small businessas. 

In addition^ some of the "how to" techniques to nuike -^ec^^rd keep^ 
ing more understandable and workable for the small business owner are 
included. The unit discusses Vcaeping business checkbooks, journals, 
ledgers, daily cash and sales summaries, and other financial statemant:s. 
It also ... :dra3ses th^ subject of payroll, inventc^r;' and y-oductilan 
records . 

Record keeping takes time. But the extra time required to keep 
an adequate set of records will more than pay off in terms of rht^ 
results you can expect-^greater profits. 
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DEFINITIONS TO KNOW BEFORE YOU BEGIN 



As you read through a level, you might find so-^ unfamiliar word=^. 
Listed belDw are several business tennb used in each level. Knowing 
these before you begin mighr help you Co better understand that levul, 

EXPOSURE 



single-encry bookkaeping debit 

double-entry bookkeeping daily sales Si cash suminar> 



bank reconcilia- 
tion statornont 

gross pay 



credit 



accounts receivable 



EXPLORATION 



journal 
ledger 

daily sales & cash summary 



accnunts receivable 
accounts payable 
FICA - 



FREFAFUTION/ADAPTATIQN 
double-entry bookkeeping cash disbursement 

credit bank reconciliation 

debit journal 
accounts receivable depreciation 
accounts payable ledger 



cash flow 

quantity discount 

single- .<ntry 
bookkeeping 

FICA 
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PART GETTING READY TO BECOME E^;XRE?R2::^UR 

Unit I A 
Unit I 3 
UniC I C 

FART II-- BECOMING AN ENTREPREIsEUR 

Unit II A 
Unit II B 



Unit II C 
Unit II D 
Unit II E 
Unit II F 
Unit II G 



PART III — BEING AN ENTREPRENEUR 
Unit III A 
Unit III 3 



J YOU ARE ^R^ Unit III C -^^ Keeping the Business Racords 



Unit III D 
Unit III E 
Unit III F 
Unit III G 
Unit III H 




EXPOSURE PART II L UNIT C 

KEEPING THE 
BUSINESS RECORDS 



PREASSESSMENT 

Here are soine questions that test for knowledge of the 
cdntents of this level, If you are very familiar with the infor^ 
mation needed to answer thenij perhaps you should go to another 
level or unit ~ check with your instructor. Otherwises jot down 
your answers* After you've read through this levels take the 
postassesament at the end of the ''Exposure Activities" section 
and measure what you^ve learned* 

1* Why is it important for a small business owner to keep 

business records? 
2. What is the difference between a single-gentry record 

keeping system and a double-entry system? ^ 
3* What information should appear on a business check stub? 
4, "Reconciling a bank statements takes up a great deal of 
time. Really, it's doubtful if such time spent by the 
small owner is worthwhile. Banks don't often make mis-, 
takes!" Discuss this statementp Do you agree or disagree? 
Why? 

5., What basic information should employee records Include? 
I-' 

1 
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TEACHING/LEARNING OBJECTIVES 

Upon completion of this laval of instruction you should be 
able to I 

!• Explain tha nacassity of keeping business records, 
2* Deacriba tha difference between the slngie-entry i-acord 
kaaping system and the double-^entry system, 

3, Describe the role of tha checkbook in record keeping. 

4. Reconcile a bank statement* 

5a Identify suitable recording forms for accounts receivable, 
6. Develop a simple record keeping system for payroll records* 
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Rusiness Records 



SUBSTANTIVE INFORMATION 



WHY KEEP RECORDS? 



imORTANCE OF BUSINESS RECORDS 
Record keeping will give you Information needed to ^ 
, Know how well your business If currently doing 

Make future plans for your business 
• Prepare various government reports including taxes. 



Types of Business Records Needed 
WHAT RECORDS . The kinds of records you will need and the number of different 

DOES A FIRM records you will keep will depend on your business. For every record 
NEED TO KEEP? you keep, you should be able to answer these questions 1) How is 

the record used? 2) How important is the information? and 3) Is the 
data available elsewhere in an equally accessible form? 

The record keeping plan you set up must provide the information 
^ you need to make various business decisions on stocky sales, expendi^ 

tures, etc. and to prepare reports and documents. Try to keep all 
your records as simple as possible. As a small business owners your 
record keeping system needs to be easily understood and accurately 
maintained without difficulty* You want good clean data that may be 
assessed quickly and easily. If necessary, you can consult an 
outside expert in these matterru 
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Single vs DQuble^Entry Bookkeeping 
WHAT-S MEANT BY There are two basic kinds of record keeping systems available, 
SINGLE^ENTEY The double-=entry system requires that you record each item in two 
AND DOUBLE-^ different places such as in ledgers ^ journals or on cards and in 
'ENTRY BOOK- two different ways using debits or credits. If you use the doubla- 
l^EPING entry system^ when a customer pays thirty dollars on account, you 

SYSTEMS? credit (reduce) the accounts receivable account and debit (increase) 

the firm's cash account* The item ~ thirty dollars in this case — 
therefore appears in two places* 

A single-entry system requires that you record the item only 
once. A single=entry record system is probably adequate for you, 
especially in the beginning. It is inexpensive and easy to use. 
Many single-gentry systems are available at office supply stores « 



ABE THERE ANY 



camm record keepinq nekds 

Every' business has unique record keeping needs but there are 



RECORDS WHICH some records that are conmiDn to mosc business. You may already 



ARE COMMON 
TO MOST 
BUSINESSES? 



be familiar with some of these. Most businesses must keep the 

following dally records up--to-^datei 

The business checkbook 
Daily sales and cash sumr ry 
Accounts receivable journal 
The bank reconciliation statement / 
. Basic payroll records. , 
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The Business CheckbouK 
WHAT INFORMATION The business checkbook is not very different: from a parsonal 
IS RECORDED checkbook. The business checkbook has two parts that must be filled 
IN THE BUSI-^ out each time a check is written. The first part is the check 
NESS CHECK^ itself which looks just like your personal checks. Exhibit A 
BOOK? is an example of a business check. 

Exhibit A 
BUSINESS CHECK 



CHECK 
STUB 



Jones Plant Shop 
4427 Cross Street 
Citytowns Ohio 



No. 976 




fdD d ollars 



Signature 



Citytown Bank 

5201 Stockdale Highway 

Citytown, Ohio 43220 

4076* 9432' 776*06*06675**5 
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Part III, Unit C 

.oeping the 

Hu s ine s s Re c o r d s 

The jLid part J the business checl .^j more detailad 

than those of individual personal checking accounts. The ftfc^^igr.-,' 
involved in preparing a check stub include filling in the spaces 
underlined in Exhibit B (next page) * Check stubs contain space 
for information that you will need for the business records. 
You may need to complete soffle calculations to fill in the 
requivad d.ata* The following inforTnation should be filled out; 
In this example J data Is used from the check in Exhibit A: 

The check number^ usually preprinted by the bank (976) 

The date the check was written (November 21 ^ 1979) 
. To whom the check was^ written (Sunset Supply Company) 
. The purpose of the payment (50 prayer plants, 100 Boston 

Fama, 80 Chlv-.;5u Ferns) 

The balance brQught: forward from the last check (Bal* 
Bro^t. For'd. ™ $2,590^00) 

Add any deposits that may have been made since the last 
daposit (IjOO) 
. Add to find the new total ($2,890.00) 

Subtract the amount of this check ($476.00) 
Ev!t.^r ' ne new balance to be carried forward to the next ' 
'>f?ck ^ ''Bfll, Car'd For'd —$2,424.00) 
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VHAT^ IS THE 
DAILY SALES 
AND CASH 
SUMMARY? 



Business Check Stub 



Check No. 976 
Date 
To 
For 



November 21, 1979 
Sunset Supply Company 



5Q Prayer Plants 
100 Boston Ferns 
80 Chinese Ferns 



$ 476,00 



Bal* 


Bro't For'd, 


$ 


2,590,00 


. Amt, 


Deposited 


+ 


300.00 




Total 


$ 


2,890,00 


Amt. 


This Check 




476.00 


Bal. 


Car M For 'd. 


$ 


2,424,00 _ 



Daily Sales and Cash Surmnar 
The daily sales and cash sutmnary provides you, the business 
owner, with two important types of information. First j it provides 
information concerning the correspondence of what you have in cash 
at the end of the day to what your sales receipts indicate you should 
have in cash. Consider the following daily sales and cash suinmary. 
At the end of the day you count your cash, and it totals $520. This 
is your daily cash summary. You check arid find credit sales for the 
day were $60, adding this $60 to your casli sales results in a daily ^ 
sales summary of $580. VThen you total sales receipts and accounts 
receivable income, you get $570. There is a problem because of a 
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$10 difference. A series of questions might be asked i Was some 
transaction not recorded? Was an arithmetic error made? Was incor- 
rect change given to a customer? Was an error made in racording the 
selling price? It's better to complate a daily summarv and find 
and possibly correct the error that dF.y than to find It at the end 
of the monthi 

Second 5 the daily sales and cash summary provides data which can 
be used in completing other records that tk.ll you how well your 
business is doing. 

Although forms for a daily sales and cash summary vary^ all 
forma should include the following basic Information; 
The date ■ 
Thfe cash and charge sales 

Income received on accounts receivable (money owed to business) 
Total cash received* 
More detailed daily sales and cash summaries mxght break th^-^^sf'. 
entries down to provide additional information to meet specific 
recordkeeping needs* Exhibit C.ls the daily sales and cash summary form 
for July,?, 1978^ for a firm whose cash sales for the day totaled 
$624 J charge sales were $150, and accounts receivable amount recelv-- 
ed from credit customers paying on their accounts were $70. 

The completed daily sales and cash summary should look like this: 
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Exhibit C 



DAILY SALES AND CASH SU>mARY 
Date July 7, 1978 

Cash sales $ 624.00 

Charge sales 

Accounts receivable 

Total sales and cash received $ 8 44 . 0 0 



150.00 



70,00 



HOW DO mu 

RECORD 

ACCOUNTS 

RECEIVABLF^ 
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, Accounts Receivable Journal 

Many small businesses excend credit to their cuatomers. A set 
of records for these sales needs to be kept* Perhaps your firm will 
extend its own credit to its customers Inste of working with one 
of national or bank credit card companies* If it dots, you will 
need to keep records of" what your credit customers owe and have paid. 
This is really your only account of how much they owe your business* 
Exhibit D is an accounts receivable record* 

Exhibit D 



ACCOUNTS RECEIVABLE RECORD 



Customer Mr. Maurice Johnson 



Phone (517) 487-8152 



Address 227A South Park Avenue 

East Lansing, MI148823 

Date Details 

Oct. 14, 1977 Sales Slip #2004 

Oct. 29, 1977 Check #946 

Nov. 5, 1977 Check #1007 

Nov. 15, 1977 Sales Slip #3728 

. 9 



Charge Payment 
$150 

$100 

,50 

45 



Balance 
$150 
50 
-0- 
45 
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t Bank ReconciliatiQn Statetnent 
HOW DO YOU Each month the bank sends you a record of the deposits and 

MCONCILE THE checks written on your flm^s bank account. Ideally, the balance 



BAM 

STATEmNT? 



shown on the bank statement should always correspond to the balance 
shown on your check stub. Unfortunately, this almost never happens* 
Checks may still be outj having not been cashed by the person or 
f Im. they were issued to. Deposits my not have been recorded by 
the bank before the bank statement was prepared. Therefore, you 
need to reconcile the bank statment with yn^ r . mlu:^. Recuiiciling 
is just a way to assure agrement between your record keeping 
data and the bank's inf ortQation. EKhiblt E lists steps you might 
use to reconcile the bank statement. Exhibit F is a reconciled 
bank statement. 



2^ 

10 



Part III, Unit C 
Keeping the 
Business Records 



Exhibit E 



ELEMENTS OF A 
BANK RECONCILIATION STATEMENT 



Information 



1. Bank statement balance 

2. Deposits not credited 

3- Total deposits 

4. Total 

5. Outstanding checks 

6. Total chfecks 

"7. Adjusted balance 

8t Checkbook balance 

9t Bank service charge 

10* Final checkbook balance 



Steps 

1* Enter balance amount shox-m on bank 
statement 

2< List any bank deposits not recorded 
on the statement 

3e Total these deposits 

4* Add the total deposits to the bank 
statement 

List any checks not recorded as cash. 

6, Total the amount of the checks 

7. Subtract the total checks from the 
total in #4 

8* Enter balance shown on last check stub 

9# Subtract the bank service charge to 

get the total in #10. Line #10 should 
match line #7* 
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Exhibit F 



BANK 


RECONCILIATION STATEMENT 






Bank statement balance 






2,760.00 


Deposits not credited 
Total Deposits 


S 780.00 
640.00 
940.00 

$2,360.00 


s 


2,360.00 


Total 




$ 


5, 120.00 


Outstanding checks 


$ 50.00 
1,002.00 
35.00 






Total checks 


$1,087.00 




U087.00 


Adjusted balance 




$ 


4,033.00 


Checkbook balance 




$ 


4,035.00 


Bank service charge 




$ 


2,00 


Final checkbook balance 




$ 


4,033.00 



mAT RECORD 
KEEPING IS 
USED FOR 
THE PAYROLL? 



Payroll Records 
Businesses often have separate employee payroll checkbooks 
Most employee paychecks include a tear off check with payroll infor- 
mation* This section probably contains the following! 
Gross pay 
, Nat pay 

. Social Security deduction (FICA) 

State disability insurance ,(lf applicable) 

Federal tax deduction 
, State and/or local tax deduction, if applicable 
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Insurance deductiuns, if applicable 
Other deductions. 
As the employer, you also will want to record the follQwlng Infor- 
mation for each part-'time or full-time worker: 
t Total wages earned 

Hours worked (if applicable) 
Overtime ^ nrnings 
* DedT.ctions taken from wages 
State unemployment insurance 
State disability insurance (if applicable) 
Federal income taxes 
Social Security taxes (FICA) 

State and/cr local income taxeSj if applicable 

Other deductionss including health and accident insurance, 
life Insurance jSnd credit union deposits. 

As an raployerj you will have to figure and record the wages and 
deductions of each employee, You should record this information care- 
fully and accurately. Not only will you want to record this information 
in the checkbook but you will also want to record the information in a 
payroll register. By doing this, your payroll information will be kept 
in a -form that you can use for computing and preparing business and tax' 
reports* 

At the end of each quarter* you will. need to report federal income 
taxes ^ Social Security taxes (FICA), and state and/or local income taxes, 
if applicable, withheld from each employee. The Internal Revenue Service, 
(IRS) will provide you with a booklet explaining how deductions are to be 
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calculated* It contains charts which you can use to determine how 
much to deduct and instructions on how to submit monies withheld. 
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EXPOSURE ACTIVITIES 

As you havo. just: re^4 , racord keeping is very important tn all 
businesses. Now thac you have learned about some record keeping tan In 
such as checkbooks j daily sales and cash summaries, accaunta receit^=- 
able, racards, bank reconciliation statements and payroIJ records, rrv 
these activities. 
ASSESSMENT ONE 

TEST YOUR REi ^RD KEEPING SKILLS 
Record keeping might not be as dif::! ^-ilr: as v^k,; L;.Lnr:> i-ill 
in the following forms, and chack your answers against the examples 
(Exhibits) discussed in this level. 

Using che information In Exhibit A, fill in the following 
check stub: 

Business Check Stub 
Check No. $ 

Da t e . 

Tu- 

For 

Bal, Bro-t forM. 

Amt . Deposited 

Total 

Amt, this check 
BaX, Car-d For'd. 
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How well did you u Check your calculations against Exhibic B, 
2, Fill in this daily sales and cash sumpjary, Asoume that ic is the 
daily sales and cash sugary form for July 7, 1978. for a firm whose cash 
sales for the day totaled $624.00, charge sales were $.iO.0O, and accounts 
lecalvable were $70* 



DklVl SALES AKTl CASH SIM-IARY 



Date 



Cash sales 

Charge sales 

Accounts receivable 
payments 

Total sales and cash 
received 



The correct figurei^ara in Exhibit C, 

3. Fill In th^^ccpu^ts receivable record below, using the follow^ 
Ing info rm t ion i 

Mr. Maurice Johnson is your customer. On November 5j 1977 , ha made a 
payment of $50, with check #1007; and on November 15, 1977 ^ he mada a credit 
charga of $45 tha^ is recorded on suies slip It 273$. IvTiat is Maurica John- 
son's naw balance? 
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ACCOUNTS RECEIVA 
Customer Mr. Maurice Johnson 


BLE RECORD 

phonG (517) 4 


37-8152 


Address 227A 


South Park Avenu 


E 






East 


Lansing, Michigan 48823 






Date 


Details 


Charge 


Pa '/men t 


Balatice 


Oct. 14, 1977 


jsales slip #2004 


$130 




^5150 


Oct. 29, 1977 


Check #946 




$ LOO 


$50 

































To check your ansxver, Icjok at thn cDmpleited accounts receivnhlc 
record shot^Ti in Exhibit D, 

4, Use the following inforrnation to complete this bank reconcilia 
stateTnent * 



Bank statement balance 
Deposits not credited 

Outstanding checks 



Balance shown on the last 
check stub 

Bank service charge 



S 2,760.00 

$ 780.00 
640.00 
940. 00 

$ 50 , 00 
1,002.00 
35.00 

S 4,035,00 
$ 2.00 
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BANK RECONCILIATION STATEMENT 
Bank statiment balance 
Deposics not credited 



Xocal Deposics 
Total 
Outstanding checks 



Total Checks 
Adjusted balance 



Checkbook balance 
Bank service charge 

Final checkbook balance 



Check your answers against Exhibit F, 
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AS5ESS^ffiNT TWO 

1. Make arrangements to interview an accountanc in vour caninninitv. 
Find ntit if the accounting firm sacs up racord keeping svsteTtS a.nd what 
they charge. If they were to establisli a racord keeping system for vour 
firm, which records would your firm need to maintain and would tho 

accounting firm handle? 

2* Go to a local office supply firm and see what commercial fnrnis 
are available tor record keeping. would these forms be adequate for vour 
busineas? 

3. Explain how record keeping helps business owners make gnnd 
managerial decisions* 

4* What information must appear on an accounts receivable record? 
POSTASSESSMENT 

1# ivhy Is it important for a small business owner to keep accurate 

business records? 
2* Explain the different between a single-entry record keeping 

system and a double-'entry system* 
3- Describe the information that should appear on a business check stub* 
4. "Reconciling a bank statement takes up a great deal of time* Really, 

It's doubtful if such time spend by the small owner is worthwhile* 

Banki don't often make mistakes!" Discuss this statement. Do 

you agree or disagree? Why? 
5* Identify and describe the basic information employee records 
should Include* 
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Compare your answers to your rGsponses to the p reassessment . You 
may want to check your postassessment answers with your ins true tor, 

SELF-EVALUATION 

How well did you know the information need^sd no do the accivitlos? 
( ) Very well 
( ) Friirly well 
( ) A little. 

Be honest with yourself* If you feel you don^t know the material 
well enoughj it might be helpful to review this section before going on. 
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EXPLORATION 



PART IIL UNIT C 



KEEPING THE 



BUSINESS RECORDS 



PREASSES.MENT 



Here are soine questiona that test for knowledge of the contents cjf 
this level. If you are very familiar with the Information needed to 
answer Chem, perhaps you should go to another level u r unit = ^ c li c k 
with your instruccor. Otherwise, jot down your a::^wera. After you've 
read through this level, take the postassessment at che end of the 
"Exploration Activities" section and measure what you've learned. 

1. What kind of information can good business records provide 

the entrepreneur? 
2* What sources are available to the beginning entrepreneur which 
help set up the firm^s record keeping system? 

3, What information should be inclined in accounts receivable and 
accounts payable records? 

4, Distinguish between journals and ledgers. 

5* How might income and expenses be recorded in a general ledger? 
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TEACHING/LEARNING OBJECTIVES 

Upon completion of this laval of instruction, you tyhoulci be able to: 

1 , Dsscrib^ ths bas ic rsssons for ktS'^rlni: h ^ i ^ "i c- ^ 9 r- "ri ^ 

2» Identify sources Chat provide HSslfStance in pGrformins raLorJ 

keeping tasks, 
3* IdBntify daily sales and cash sunmiary records* 

4* Set up slniple accounts receivable and accounts payable rocords. 
5* Explain several uses of payroll records and identify the 

Information that these records need to include. 
6, Explain the purposes of Inventory records and production records* 
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mi KEEP 
RECORDS? 



SUBSTANTIVE INFORMATION 

EFFECTIVE RECORD KEEPING 
Sor^a financial advisers believe Ch^t developi:..: a personal hudgct 
and keep^'^ financial records are crucial. Others believe thac a 
simple system that will give you the kind of information you need to 
prepare your income tax report is adequate. Keeping personal financial 
records is really a matter of choice. As a business owner you liave 
no choice, you must keep record of Income and expense for your business 

4 

daily, monthlyj quarterly, and yearly. It may sound like a lot of 

paperwork, but it is necessary. 

Good records can be used to manage your business successfully, 

and can provide you w^^ ■ 

A current and accurate picture of sales and operating costs, 
inventory levels, credit totals, and fixed and variable costs 



Data needed to prepare financial statementB--f inancial 
analysis is not possible without accurate records 
Figures to compare your firm with similar businesses 
Financial information to use with potential investors 
and creditors 

Information needed to prepare an'd substantiate various govern-^ 

ment reports including tax returns 

A method to control inventory and stock levels. 



Data needed ^.o cOT..pare your firm's current growth rate to 



growth in previous years and to this yearns goals 
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Business rtfcords give ycj :he c-u:: n^censary zz f^rr-ulazL- 
answers to these basic questions ldt2ntified by ch£ £mall. Bu:5in--r^s 
Administration (SBAj . 

J. How mum biiBiywss a": i ir;:n,;r 
high? 

4, Haw muah cuti t aalleatinc c^l my jhai^::- huji^i^':,^^,''J 

5* wJiat is tke aondition o:^ mj u^avkin.i .^r:'^'^ -r 

o. How much aasJi do I J:.. .:'^^ o>i ^icuid 'V:d b vd-? 

Haw miah da I owe my sudv . Cers? 
8. l/hat is my n&t wopthj that i^. Wria~ ia 7^^? = . 

of my ownership of the burirmas? 
if. I'Mat are the ^i^^nds ui % >v^tiir::j^ -.a:-^>.d^..u 
pmfitSj and net wopth? 
10. Is my finmoial position imDroving or gr'0:.d^: ■: ; 
12, Haw do my assets aompare irLth what 1 aw^ ^ w^i::: d.- 

the peraentage of retio^z an my investment? 
12. How many aents out of eaah dollar of sales n'^^ nr^ 
profi t ? 

These mid other questions may be answered by vi'^eoardng 
and studying balanae sheets and pi^o fit ^and-^ loss statements. 
To prepare these fimd:m:entai statemerttB you nsad to r^aord 
information and trmtsaations as they oaaur. By keeping this 
informtion in an orderly fashion md in suffiaient detail 
you am% m&WBr other iJital questions about your business; 
suah as^ ''Wiat produatSj or serviaes^ do my austomers like 
best^ next b&st^ and so on? Do I have the iHght merchandise 
in stoak to give them what they like? Am I prepared to rende^r 
the serviaes they demand most? How many of mii '^.miS^r^m:rr :rj 
slaw in paying their bills? 

( Starting and Managing a Busines s of Yo ur Own , lv73, pagi.j 67) 

New studies unsuccessful business venturas show that poor 
record keeping is one reason for business failure. Without the data 
good records contain, the owner cannot make sound managprial decisions. 

Responsibility For Keeping The Recor ds 
mo MEPS Bookkeeping syst mge from si^pla to complex. The answer 

THE mCORDS? to the question, "Who keeps the records?" may depend upon how 
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experienced you are at bookkeeping or how conpjex your record kcoplnc 
system needs to be, However you handle your bookkeeping dot-n nor 
eliminate the need for you to check tihe records periodioaiiv and 
to use them in planning the firm^is octivicles and heln in dtJcision = 
making, 

I^en you first start out in busLnoss, v'ou might ciuHis.- ■ Iwv: 
your own records . However, you might eventually f : nd tha: t h i s tako,- 
coo much of your cice — time chac might oe b^zt^t sp^ac in pvrik rmiag 
other business management taks. If you have employees, vou night 
want to assign some record ke-eptng tasks to them. Your emplnvoes 
could be responsible for making the daily entries. Or hiring a 
part^nlme bookkeeper might be tlie solution, especially at the 
beginning. Often the new business owner simply cannot afford to 
go out and hire an outside firm to set up the bookkeeping system. 

As your business grows larger, you may want to hire a fulI-^Limo 
bockkeeper who will make the daily entries for the company. You 
may also want to consider hiring an accounting firm to help you 
design or redesign your record keeping procedures, prepare your 
tax reports 5 and conduct regular financial analyses of your business. 

Assies tance Available 

WHERE CAN YOU Most often the beginning business owner simpJy cannot afford to 

GET HELP? go out and hire an outside firm to set up the record keeping system. 

If you feel that you need some help, do you know where you can get 
help free or at a nominal cost? Several alternatives ore available 
to you. 
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Suppliers or trade associations related to your type or busi- 



AEE THERE 
DIFFEBENT 
(amt 'd) 



ness can provide you with guidelines or sample accountin.: rticords. 
The advantage of using these services is that the informa: ion and 
forms would be tailored to your particular business area. 

Also^ be -'.\re to take a look at the resources available vnur 
local office supply stores. Many of Lhese stores carry some conven- 
ient single^encry cjystems. Simplified record kv jping books can save 
you much time. 



Colleges with business courses very often welcome the chance to 
usa "real live" case studies for cheir business students. Is there a 
collage in your area that might like Co use your firm as a prototype 
for which the class ■,uuld set up a record keeping system? If this is 
not feasible j perhaps an instructor co.uld suggest a student that would 
like to set up your record kaeping system as an independent study. 

Govermnent -agencies designed to help smll businesses are also 
a source of helpp The agencies not only offer classes in record 
keeping, but also provide consultant services. Two such agencies ar^- 
the Small Business Administration (SBA) listed under '"U.S. Government" 
in the phone book and the Office of Minority Business Enterprise (OMBE) 
listed in the phone book under your state government offices for 
"economic development'* or "comunity development," 

/--^ TCPES OF BUSINESS RECORDS 



How many and what kinds of records should you keep for your 
fim? This will depend upon your particular operation* 
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diffehe:jt 

KIIWS OF 



The list below includes records which mighc help y 

business. You will need Co assess Lheir value* 

I^^vo^yytov^j and Pitr^jria^jyij (Thejc r^jr:':^ - 

InventoiKj Control R^acrd 

Tten perpsiuat Inv^Ktcr:^ Fc.:':nn 

.Vuiei Stack Plan 

Pure has 3 Order File 
Od&k HiraMse 02'de2^ File 



our 



Supplier Fits 

Aaaounts Payable Ledgc:^ 

Fale^ ^ eanvdB (These vea^^i'ds I't^r^^U' d'-^-- d: -'d'l^ r 

Record of individual Sales Trancaati^^: 

Surmary of Daily Sales 

Sales Pla^: 

Sales Promotion Plan 

Cash Reaords (These reaords shou uhat is happenin^j to aac 

Daily Cash Reaonailiatian 
Cash Receipts Jot4rnai 
Cash DiBhursements journat 
Bank ReaQnoiliation 



Credit (Titese records keep track of udio oues you and h'hether they 
paying on time) 
Chc^ge Aacount Appliaation 
Acaotmts Eeaei >able Ledger 
Accounts Heceivable Agiyig List 

Employees (These i^ecords maintain information legally requirad and ar^ 
helpful in the efficient management of peraonnel. ) 
Heaor'd of Employee Earnings and Amoimts Witliheld 
Employee 's Withholding Exemption Certificate (W-4) 
Record of Hours Worked 
Record of Expense Allowances 
Employm_ent Applications 
Record of CJmnges in Rate of Pay 
Reaord of HeasonQ for Temination of Employment 
Reaord of Employee Benefits 
Jab Denariptian 
Cruaial Ingidenta Reaord 
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FimturBB and PropBrty (Th&&^ ke&p factB >w&d&d /ot takutg dBprBaiation 

aliowames aM fox* inBuranae aoverage and otaim. ) 

Equipment Reaord 
Inmrmae Regis ter 

Bookkeeping J These peaords^ in addition to some of the above ^ are need&d 
if you use a ^uble'-entry bookkeeping system* ) 
General Journal 
General Ledger 

(Adapted from Star ting and Managing a B usiness on Your Own, 1973, p. 68) 
Journals, ledgers , inventory records^ and production racords will be 
examined in greater detail in the next sections. 



mAT Afff 
JOUMALS 
AND LEDGERS? 



J JOURNALS Am LEDGERS 

. rr. You may find when you purchase record keeping forms that the 
words "journal" and "ledger" may not be used consistently or may even 
be used together. Even though the idea behind the record keeping s/s- 
tem may be more Important than the terms uaed^ it is helpful to be- 
come familiar with the general use of each term. The word "journal" 
is used for records where the original entry ie made or posted* The 
word "±edger" is used for records that represent summaries or a 
running account of the income and expenses of the business. 



WHAT Am THE 
DIFFEREm 
TYPES OF 
JOUmALS? 



Jounials 

Tiiere are several different journals. They include 1) the 
daily sales and cash summary. 2) accounts receivable^ 3^ sccounts 
payable, and 4) the payrolL/register , 
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Dally Sales and Cash Surnmary 
WHAT IS TEE The daily sales and cash sumiaary is a summary of the amount: 

DAILY SALES of cash received^ charge sales , and collections from accounts re= 
AND C^SH ceivable (money owed to the business from credit transactions) for a 

SVmARY? particular day. 

Entries must be inade accurately and daily . nee they provide 
this basis for many other records. Information from the daily siiles 
and cash summary can be used by yoUj the owner j in a vaiiety of ways* 
It can be used as a daily check on the accuracy of your daily in-^ 
come records to analyze you firm^s progress towards its goals 
and to help you make future plans. In addition, your sales records 
will help you analyze advertising effectiveness. They will help you 
V determine the amount of inverntory your firm should have on hand. 
The daily sales and cash summary forms range from simple to 
complex depending on the firm's needs. You can probably design a 
form that best meets the needs of your business* Exhibits G and 
H are two types of daily sales and cash summaries. 



Exhibit G 



Daily Sales and 


Cash 


Summary 


Date August 5, 


1979 




Cash sales 




$435,00 


Charge sales 




75,00 


Accounts receive 


ible 


80.00 


Miscellaneous 




10.00 






$600,00 



\ 



29 

i2 



Part III, Unit 
Keeping the 
Business Recor 



Exhibit H 





Daily Sales and Cash Sunonary 


- 

I 




Date 




August 5, 1978 




Receipts 






1 

A ■ 


Cash Sales 


$ 


4 Jj • UU 


9 


Accounts Receivable 




oU * UU 




Miscellaneous 




1 n nn 


A 


TOTAL CASH RECEIPTS 


3 
y 


D &J • UU 




Cash Count 






5. 


Cash in Register 








Checks $ 65.00 








Currency 695*00 








Change 25 , 00 


$ 


785.00 


6, 






35.00 


7. 


Petty Gash Slips 




5,00 


8. 


TOTMi CASH 


$ 


825.00 


9. 


Less Bank Deposit 


$ 


500.00 


10. 


ENDING CASH 


$ 


325.00 




Total Sales 






11. 


Cash Sales - Line 1 


$ 


435.00 


12. 


Charge Sales 




75.00 


13. 


TOTAL SALES 


$ 


510.00 
















Signature 
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Recording Accounts Receivable 

The accounts receivable journal is your record nf how much is owed 
to your buainess by your credit customers. If your business extends 
credit to its customers, you will -want to make entries in the accounts 
receivable Journal drily and review the journal monthly. Daily record^ 
tng of any new credit given .or payments made will give you a currant 
picture of the credit status of each customer, A weekly or monthly 
analysis of your total accounts receivable records can help you 
make decisions on extending credit and prepare accurate billings ^ 
This analysis maintains good customer relations, while evaluating 
your firm's credit and collection policies. 

Small firms often keep their accounts receivable records on file 
cards or in an loose-leaf binder. ^For each customer you will need a 
separate sheet or card to be filed alphabetically, A typical accounts 
receivable record might look like Exhibit I, 



Exhibit I 



Accounts Receivable 
Customer Mr. Jose Maney Phona (614) 487«6214 
Address 47 South Fourth Street, Columbus, OH 43210 


Date 


Details 


Charge 


Pa3Tnent 


Balance 


March 7, 1977 
May 6, 1977 
June 1, 1977 


Sales slip //237 
Check #972 
Check #1007 


$457.00 


$250.00 
207,00 


$457.00 
207.00 
--0- 
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WHAT DO YOU 
mcORD IN 
ACCOUNTS 
PAYABLE? 



Recording Accounts Payable 

In the accounts payable journal you record amounts your business 
owes others for cash items as Inventory purchases, repair services , 
and taxes due from payroll. Every entrepreneur wants to maintain 
accurate records of the firm's liabilities, 

A typical accounts payable record might look like Exhibit J. 
Like the accounts receivable records, you will keep separate accountB 
payable records for each supplier and service firm. 

Exhibit J 



Accounts Payable Record 
Nam e Avid Supply Co. Phon e (805) 854-1721 



Address 157 West 5th St., Bakersfleld, CA 



Date 


Invoice No, 


Charge 


Payment 


Balance 


9/11/79 
11/01/79 


6734 

6734 : \ 


$427.00 


$427.00 


$427.00 

-0- 



WHAT PAYROLL 
RECORDS DO 
YOU NEED? . 



Payroll ^Register 

It is important that yoUj as an employers keep accurate employee 
payroll records. These records are not only important for you and 
your employees I but the inforination they contain is needed at tax time, 

Payroll records for both part-time and full-time workers also 
show total hours worked (if applicable), wages, and all deductions 
from wages p Payroll records might Include the firm- a information 
shown in Exhibit K- k sample entry form for inf ion for an 

hourly wage employee is shown iii Exhibit L, 
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You might add or delete items from the following samples depending 
on your firm's practices and employee benefit programs. 



Exhibit K 



Sample Payroll Register 
Name of Employee 
Social Security Number 
Number of Exemptions 
Ending Date of the Pay Period 
Hours Worked (if applicable) 
Rate of Pay 
Total Wages 

Deductions (itemized to includes federal income 
tax, FICA = social security, state and/or local < 
income tax and state disability Insurance - If 
applicable. Other deductions might include health 
insurance and r 'rement fund,) 
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Exhibit L 



Ply Ptfiod 

Work StitUiTehiek gni) 



m nauonil CENTfR for research in vocatiohal educatidn 

TlMi & ATTENDANCE CERTIFICATION 
From To 



Tempofary 



Nams 



Cintef 10 Number 









T!mt 




Oviftimt 




©■yi 


In 


Out 


In 


Out 






Nduri 




Won 


















Tut* 


















Wed 


















Thyf 


















Pf! 


















Sat 


















Sun 


















Mgh 


















Tuft 


















Wff^ 


















Thur 


















Frt 


















Bkt 


















Syri 


- 














Tottl Hmifi Worllsd □yp^fig Hfi&d 









I hfflby etrtify tfiit tht infermitidn ibovfi ii £gmpi«t« ino sceur lii for the 



IWlTWUCTia»ii 

Ijyfieh hour ii Hiwnicd MiMtii gfft#f 

5171K 

Ail hsun MAfiitd ovif 40riquriG 
i wmk MTU is bt rf^irHtd n w^ifrm. 

ALL OVERTiMi Mu^f HAVE Pfligg 
Af^SOVAL OF TnE Dipyrr ~ 



Minylti 




5 




10 


2 










21 




30— 


4 


3i 


S 


40 


.7 




= J 


SO 


J 


5§ 


.9 


60 


f.O 



implGytf 



Asiac. DIf 

Ovtrtimt Ap0r&v«i 



DO NOT WRiTi liLOW THIS LiNi 




Es^uitd Abfensf : Cods 



IB Ne. 



Tifit 



tTRi 



ri pens 



Slip 



□ h 



□ 



MML 



Hourly Rite 



VACATION OAYS 



NCRVi Form MPRa 
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Ledgers 



HOW WOULD 
INCOME AND 
EXPENSES BE 
RECORDED IN 
Tm LEDGER? 



Ledger entries can be us^ for preparing the financial state^ 
munts needed fui financial planning and decislon=making. Information 
can be transferred to various rosters in suraaary form. One method 
of using a ledger le to record simmaries or balances of assets, 
liabilities p and net worth of your business. 

Income and expense entries are also recorded in ledgers. The 
entries in the income portion of the ledger will include accounts 
that describe income items of the business. The expense ledeer 
entries probably reflect the largest grouping of accounts which. 



in turn, reflect groupings of your most frequent expenses. 

All account number is put next to each item in a ledger. These 

^ J 

numpers sequence the accQunts, making it easier to enter transactions 



of sales* You might want to record the ledger account number on the 
sCub of your check to make record keeping easier. Exhibit M llli.ts=* 
trates some accounts that might be included in income and expense 
ledgers. 




all businesses will have a sales accoui^^^whlch would show the amount 



■/ 
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Exhibit M 



INCOME 


LEDGER 


EXPENSE LEDGER 


Account No. 


Item 


Account No* 


Item 










500 


Sal^'^^ 


600 


Salaries & Wages 


510 


Repair Service 


601 


Payroll Taxes 




Income 










610 


Rent 


590 


Miscellaneous 








Income 


620 


Office Supplies 




(for example. 








sale of stock) 


630 


Insurance 






640 


Utilities 






650 


Travel 






690 


Miscellaneous Expense 



INVENTORY AND PRODUCT ION ^COMS 

Inventory records are needed for the control and security of 
inventory items. These records will also supply you with infor- 
mation for use in purchasing, maintaining appropriate stock levels 
and computing stock turnover ratios. The Information you get from 
your inventory records will help you make many business decisions. 
For example, it will help you decide whether you have too much or 
LOO little stock. 

Having too large an Inventory may not only tie up too much 
> oitalj but may cause you to lose capital since the stock may 
become outdated and of little value* The cost of maintaining an 
unnecessarily large inventory because of the lack of proper con-- 
trol records may put you out of business. 

■ 
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For examples assume you are the owner of a local tropical 

\ 

fish store, and purchase the fish ffeom a breeder located 800 miles 
away. You must be able to project your inventory needs quite accur^ 
ately, based on current sales. Should project your sales too 
highj you could end up with a large inventory of fish that wil^ 
not sell and that are very costly to maintain^ On the other hand, 
too small an inventory will cause customer inc^^enience and missed 
sales opportunities* \ 

Keeping production records help regulate the production process* 
The information recorded can be used as a basis for determining costs 
such as expenses resulting from underused or improperly used machines 
or from unproductive employees* 
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EXPLORATION ACTIVITIES 

Do you feel knowledgeable enough about record keeplne to out into 
practice some of the skills discussed? The following activities 
will help you experience some '*rea^" record keeping si Ions i 
giy^a you an opportunity to "tilize >/ r you have "*arned. After 
completing the activities, a. a self "evaluation to check your 
understanding of the material. 
AS SESSMENT 0^ 

!• Name at least five reasons why you should ha^^*^" ^ detailpf- 

record keeping system for b isiness. 

2, Briefly discuss three types or records thn' nn are ' 

you will keep for your . > ... 
3* Outline a plan ' ablishing your record keeping syatem* Be 

sure to determine who will maintairi the records and the 

type of records you will keep, 

POSTASSESSIffiNT 

I. What kind of information can good business records provide the 
entrepreneur? 

2* Discuss the assistance a beginning small business owner might 
get from various resources to help set up the firm's record 
keeping system, * 

3, Identify the information that should be included in accounts 
receivable and accounts payable records • 
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4, Distinguish between journals and ledgers* 

5, Describe how income and expenses might- be recorded in a 
general ledger. 

Compare your answers to your responsas to the preassessment , You 
may want to check your postassessment answers with your instructor, 
SELF-EVALUATION 

How well did you know the information needed to do the activites? 
( ) Very well 
( ) Fairly well 
( ) A little. 

Be honest with yourself. If you feel you don't know the material 
well enough* it might be helpful to review this section before going on 
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BUSINESS RECORDS 



PREASSESSMENT 



Here are some questions that test for knowledga of the 
contents of this level. If you are very fairiillar wich the ir.for-^ 
mat Ion needed to answer theiUs perhaps you should go to anotlier 
level or unit " check with your instructor. Otherwise, joe dowi 
your answers. After you've read through this level, i ! g tht- 
postaaaesainent at the end of the ■'Preparation/Adaptation AcciviLi 
section and measure what you've learned. 

1. i^rom what data sources can entries be made into ledgfrn 
and journals? 

2. What is a double=entry bookkeeping system? What are 
the rules for posting debits and credits? 

3. What data should be included in order to maintain an 
. accurata payroll register? 

4. What information does a daily sales and cash summary 
include? 

5. Describe cash disbursement journal. 
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TEACHING/LEARNING OBJECTIVES 

Upon - ^^^tion of , this level, you should be able to; 

- uss the importance of business racordB . 
2^ Hp-r — 'be the uses and types of journals and ledRers. 
3 p L=:-^^cribe double-entry bookkeeping . 

4. Construct and use a payroll record sheet. 

5. Explain the necessity of cash flow recording procedures. 

6. Explain and prepare a bank reconciliation statement. 
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SUBSTANTIVE INFORMATION 

IMPORTMCE OF RECORD KEEPING 
WHY SHOULD A As you start your business veuLure^ you might wonder, ''ifny go 

NEW BUSINESS- to all tha trouble and fuss of keeping business records if during 
OWNER KEEP theflrstyear or so of operivtion of my business will be small?^' A 

v 

REfJORDS? pl^tial list of reasons for having a good record keeping system 

wouid inulude the following: 

1. Awareness of profitability 
2 * Awareness of sales growth 
3* Return ,n investment to you, the uwner 
4* Calculation of profit 
5, Income tax requirements 
a* Federal 
b. Statt 
Local 

.6, Information for your creditors (people or firms you 
might owe money) 

7, Information for ths investors in your busiriess (scocki ders 
or partners) 

8, Control of invescment in 

a. Inventory 

b. Accounts receivable 
Building and equipment* 

Unforcunatfcl^ ^ many naw small busiauas owners bellBve they muBi 
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spend countless hours on ledgers^ journals and posting and are there= 
fore bewildered about bookkeeping, Busrness record keeping bagins 
;ith bdsicdll/ two kind" of rr^not ds-journals or books or original 
entry and ledgers of various accounts. A journal or book of orig- 
in: entry is used to record business transactions. Somacimes 
there are noncash icems such as depreciation and other expenses 
incurred but not paiLl :Lu the jouLLial. Buc fur the mo^L pari:, a 
journal ropresents the book of original entry. Journals mav be 
considered as the first level of business records , The second level 
is commonly named the book of accounts or the gener'^l '^^dger, Basic- 
allys the general ledger is a record of the balance of the assets 
and liabilities, and the net worth of the business. The general 
ledger also accumulates the sales and expense items by categories. 
There are also single-gentry (one book) and double-entry record keeping 
systems* Many small fims do not ueed a double-entry bookeeping 
system; a single=antry system is adequate. But even a good double- 
entry system should not be bewildering, 

Probl ems also arise when business owners dc not understand 
accounting and fail to keep proper records. The owners do not know 
:.f the business is operating at a profit or loss until they compute 
the "bottom line" at tax time or at the end of the year when an 
accountant is hired to analyze the operation. The business owner 
needo to know where the business is going on a day-to-day basis.. 
Yearly financial reports are important and useful, but timely know- 
ledge on operr.ting conditions Is even more importanL if the small 
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business ownet is to make effectiva businesa daclsions* 

Basi- the sound fin mcial ffianagement of your busin.GSi? 
is an accounting system that is easy to maintain and curniahe$ 
all the necessary information. Many self checking devices exist in 
a properly designed system such as a double-gentry bookkeeping^ 
trial balance, and reconciliation of your cash disbursement with 
the bank. An important part of maintaining adequacc records is an 
accurate J up^to--date picture of the accounts receivable and accounts 
payable. Good record keeping is not just a necessity but n cool. 
How well you use that tool will determine to a large de=gree the 
livelihood and success of your business. 



mAT ABE SOME 
SOURCES OF 
FINANCIAL 
DATA? 



Sources of Flnanciaj^ Data 

The financial records of a business start with information 
which reflects a transaction. A transaction can be a sale of 
goods or purciiase of >our firm's primary service. The records 
may consist of the following i 

Adding machine tape 

Cash register tape 

Sales book invoices or receipts 

Cancelled checks and deposit slips from your bank^s scatement 
♦ Any other piece of paper that has financial information re-- 
corded on it. 

Your records can take many forms. Regardless of the^ devices you use, 
time between the transaction and the recording of fhe transRctlon is an 
Important element. If a cash register tape or a duplicate sales receipt 
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ARE THERE 
DIFFERENT 
TYPES OF 
RECORDS? 



WHAT IS 

DOUBLE^ENTRY 

BOOKKEEPING? 



is usedj these a.:ts are performed simuitaneously , Cash register? 
will automatically provide totals of di f fersnC types of tiransac t lon^- , 
Salesbook forms must be sumrnarl^ed by running adding machine Locals 
of the slips. Transactions should be recorded simultaneously or 
shortly thereafter to avoli misplacing any docviients or forger ling 
to record the sales or purchasas. 

Organizing Various Record s 
Record keeping devices should be constructed so niiat thev are ensv 
tc usgj reflect accurately what took pla._^ and contain enough 
information for further summary and utilization. Records can be 
categorized into three areas': 

1, Journals or books of priginal entry 

2, Ledgers or books of various accounts 

3, Merchandise inventory. 

Each category will be discussed in later sections in this level. 

DOUBLE-ENTRY BOO mCEEPING 
A self-checking device known as double-encry bookkeeping can be 
practiced. Double^entry bookkeeping is based on the rule that for 
every debit there must be a cre dit , and performs the following functions 
It records every transaction twice. 

It leads to a process of recapping the entries whereby the 
total of debits must equal the total of credits. 
Entries are recorded twice* The recording of one transaction 
requires the debiting ?nd crediting of two accounts* Exhibit N 
is a decision table or a matrix that illustrates relationships be^ 
tween bookkeeping entries (debits and credits) and the accounts of 
your business. 
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Exhibit N 



Decision Table of Debit and Credit Entrias 



Type of Account 




Asset 

Examples I 
Cash 

Accounts Raceivable 
Inven tory 
Equipment 



Liabilities 
Exampla i 

AccouuC^' Fay able 



Capital 
Example i 
Net Worth 



Xncome 
Example ; 

Sales 



Expense 
Examp le : 

Salaries 



Debit 
Entry 



Credit 
Entry 



(Incraasa) i (Bacreat 



(Decrease) 



(Decrease) 



(Decr€;^se^ 



(Increase) 



(Increasa) 



(Increase) 



(Decrease ) 



Normal Balance 
in Financial 
Scatement 



}eoit 



Credit 



(Increase) | Cradic 



Cradic 



Debit 
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Tha column on thft left-hand side of nhe table ahovs son^i tiypLca. 
accounts your business would have in a finnnciil statement. Across 
the top of the table are the columns for the two entries chat ^ouiti 
be made to an account (debit or credit'' and wha. the nornai balance 
of the account Is. Assume your firm has had a cash sale. Thin 
transaction will increase cash and income. ' ne increase for cash 
is a debit entr'^ ^^^) and the lncre:ise for '^'^^^^ '^^^^^ch 1^ ^cu^ro. of 
income is a credit or (^) entry, lno journal entry uhen shovild 
reflect that a debit is made to the cash account and a credit entry 
la made to the sales account f ^ mBrchandise sold. 

In SLfflmary s then ^ every transaction mius t consisr of debits and 
credits that offset or balance each other. Assets and expenses are 
increased by debits and decreased by credits. Liabilities and income 
are Increased by credits and decreased by debits* 



JOURIiALS OR BOOKS OF ORIGINAL ENTRY 

WHAT AEE THE The sales journals, accounts receivable recordSj accounts payable 

JOURNALS records, and payroll records are record keeping devices which 

MOST COMMONLY vide significant inforaation for financial control of the firm, 

USED BY SI4ALL These journals are most often used by small business. 

BUSINESSES? Ij^ 

Sales Journals 



ERIC 



WHAT ARE THE The foundation of your record keeping system is the sales or a 

TYPES OF SALES similar type of journal* The most coTTiTnonly used are cash register 
JOURNALS? tapes or salas book receipts . These are essential original journal 
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f/HAT ARE 
ACCOUNTS 
PAYABLE AND 
RECEIVABLE 

SYSTEMS? 



entry records. The cash r-sgiscer not only suoreB dally operatiing 
cash, but also records *'?;ch tra-^saccion in thi^ form of a prlntt^d 
transaction chat will appear on the tape. It may contain the 
date of the transaccion, tha amount, symbols to denote cype o: mcr= 
chandise sold, and pnssibiy a sequential nuniber after each entry. The 
sala^n book raceipts or carbons contcin basically the same information 
as a cash register cape buL can also provida a brlaf description of 
the transaction. Since this journal is either handwritten or typed, 
it is more flexible than a cash register tape. Usually a business chat 
has a large voluma of transactions wiil utilize a casti raglster waeraas 
a business with fewer transactions will use salesbDok records. 
Ac counts Payable and Receivable 
If your Lasiness makes sales on a credit basis ^ you will be carrying 
accounts receivable . Accounts receivable is a ledger or a book of 
accounts for your business. It is essential chat you maintain a 
record for each customer. Some small firms use a 5 X 8 card for each 
customer and record each credit sale and pa>Tnent. Many fims use a 
lined ledger sheet similar Co Exhibit 0 which is then maintained in a 
loose-leaf notebook or ledger. 

Exhibit 0 



Name ; 
Address : 
City; 



Accounts Receivable Record 

(614) 455-2748 



Clair Ann Bigs 
1482 C Street 
Ontario, OH 43220 



phone 



Date 



Sales Slip 
Number 



iJnarge 
(Debit) 



"Payment 
(Credit) 



"HalArte^ 
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In a doubla-antry bookkeeping sysiem, accounts receivable 
uould be entered as a credit sales as: 
Debit - Accounts Receivabla 
Credit - Sales. 

The originating transaction would be Che sales slip. Regardless of 
the type of bookkeeping system used, the total figur^i for individual 
accounts due to the business should agree with the total amount of 
accounts receivable shown on the balance entry. 

' Another essential record which must be maintained an accounts 
payabl^e^ record keeping systenu Accounts payable are Afbat vour firm 
owes others for items such as purchases of inventory, services 
such as repairs 4 or taxes due for payroll. When you receive the 
actual shipment of inventory, keep any shipping documents that 
accompany the shipment. These need to be compared with the invoice 
to verify actual receipt of the goods* You may incur liabilities 
and regardlv^s of how you incur themj it is necessary to maintain an 
up=-to-date accounts payable system such as in Exhibit which is 
both accurate and easily understood. Like the accounts receivable 
records, it is very important to bt fjble to know at any given time 
the amount owed a creditor. 



Exhibit P 





Accounts Payable 


Record 




Name! Steam Spray ^ Inc* 
Address! 1098 Morris Road 

Columbus, OH 43221 


(614) 487-1522 
phone 


Date 


Invoice 
Number 


Charge 
(Credit) 


Payment 
(Debit) 


Balance 
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A typical entry for an accounts payable transaction In a double'= 
entry bookkeeping system would be purchasing Inventory foriii suppliors* 
It would be recorded as* 

Debit ^ Inventory 

Cradit - Accounts Payabla , 

The originating transaction wDrl ' on invoicB T'rorri -ha .^■irpll^r. 
After the transaction has been entared as a journal entry, it should 
then be entered in an accounts payable ledger similar to Exhibit P. 

To sunnnarizes an accounts payable ledger sheet and an accounts 
receivable record are almost identical. They differ in that a charge 
to an account receivable is a debit whereas a charge to an account 
payable is a cradit. Also, a payinent on an account payable is a debit. 

Payroll Records 

WHAT IS NEEDED Another essential record which must be maintained is a payroll 

FOR PAYROLL ^haet . An accountant's work sheet, lined to form columns, is an easy 
FnCOEDS? to use and inexpensive payroll work sheet. Loose leaf work sheets may 

be purchased in any bookstore or office supply store. Payroll In-^ 
formation might be collected via a time card, sign-in sheet or some 
other type of record that itemizes hours per day worked by an employee. 
Even if you are the. sole employee, you must still maincain this record. 
A payroll sheet should Include the following information: 
1.. Employee's name 
2. Total hours worked 
a* Regular 
b . Overtime 
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3* Gross pay 
4* Dediictions 

a, FICA (Social Security) 
Federal withholding 
State and/or local withhoJ 
d. Miscellanaous 

5. Net pay amount 

6. Check number. 



Part: Iir, Ui 
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HOW DO YOU 
COllTROL 
CASH FLOW? 



JO URNAL S TO MONITOR C ASH FLOW 
In addition to the journals of original entry, eveiv il-- 
must develop record keeping devices for concrolling the cash in^ 
come and outgo. Controlling cash flow is an absolute necessity for 
your business* Your firra^s ability to meat Its monthly expenses will 
depend upon your ability to control or monitor cash tlaw, YiU wLll 
also be able to reconcilfe bank statements with your records. To 
effectively supervise cash flow, it is important t ) maintain the 
following records* 

1* Daily Sales and Cash Sunmary 

2. Journal of Sales and Receipts 

3, Cash Disbursement Journal. 



HOW I14P0RTANT 
IS THE DMLY 
SALES AND CASH 
SUmABY? 



Daily Sales and Cash Suimnary 
The daily sales and cash sunmary perfcrms the followin_ functions; 
1* Reconciles what you actually have in caali and what your sales 
receipti say you should have in cash. 



ERIC 



52 



Par- III, inic C 
Keeping the 
Business Rec.^ri^ 



2. Suimarizes sales and anio-m^s received accounLS vnic:: 

will be used in comple ::iiig other journals. 
The first section of Exhibit Q which follows partains to cotal 
cash receipts. It includes monies received on accDuncs raceivabla 
or accounts due to the firm (line 2). Tiis total will ngain appear 
in the journal of sales and receipts^ and will strve as a reference 
when postins to :ha gca-ral acjounts. In E::hibit 0, a ^'misc ^ 1 laac^ " 
category (line 3) is inc^aded which reflecLs the receipt of any 
cash for purposes other than sal^^^?. Any amount in this catecrnrv 
will also appear in the journal of sales and recaipts. 

The second section of Exhibit Q is nothing more than an item- 
iEaCion of the actual cash count including any checks. After the 
total cash count (line 8) is arrived at^ any bank deposits (line 9) 
are subtracted ^ leaving an amount of cash on your premises for the 
next day's business, the ''ending cash" (line 10). 

The third section, cash reconciliation, compares what the firm 
should have (line 15), with the actual count at uhe close of the 
day's business (line 8)* The total cash receipts (line 4) added to 
the ending cash from the previous day (line 10) enables you to 
calculate what your total cash should be. Any differences are 
adjusted on liaes 13 and 14 to arrive at a reconciliatory figure. 

The last section, total sales, breaks out the firm's sales 
by two categories — those paid for in cash or by check ^line 1) 
and those charged by customers ~ your business carries the airounts 
-lie sales as accounts receivable (line 17). This item 
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(charge sales) will appear again in the journal of sales and 
receipts * 

The fornL shown in Exhibit Q requires the signature or che 
person who prepared it. In many businesses, sorneone other than 
the owner 15 responsible for keeping records and prapa""ing financial 
statemants. Quastions may arisa; th^r^iove, the borU:: ":cp^r/.. ::::.w: = 
mant preparer should be easily identified. 

The Importance of this work sheet cannot be ovarest imated ; it 
is a tool which you should use in controlling the finances of 
your business. In addition, you may want to establish or indicate 
some other types of receipts for your particular business* 
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Dailv Sales and Cash S 



Decem--r 19, 197: 



By 



Signatura 



L^te 



Receipts 

1. Cash Sales 3 435 
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2. Cash or Checks Received on Accounts 80 



3 . Miscellaneous 10 



4 . TOTAL CASH RECEIPTS $ 525 

Cash Count 

5» Cash in Register 

Checks $ 65 

Currency 655 

Change _25 $ 785 

6. Cash and Checks in Vatilc 35 

7. Peity Cash Slips 5^ 

8. TOxiL CASH (must agree w/line 15) 825 

9. Lass Bank Deposit " 500 



10. ENDING CASH $ ~~ 325 

Cash Reconcilianlon 

11. Previous Day Ending Cash 

(Line 10 from previous day ) $ 305 

12* Plus Cash Receipts—Line 4 525" 

13* Less Shortage in Cash Count 5 

14* Plus Overage in Cash Count — 

15. TOTAL CASH $ 821 

(Must agree with Line 8) " — — 

Total Sales 

16. Cash Sales—line 1 $ 435 



17* Charge Sales 75 
18. TOTAL SALES ^510 
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1 

* ' 1 

' ; 1 ; 

Jgurnal of Sales and Receipts ' 

One report that serves as a control over your cash flow and also 
summarizes dally activity is the journal of sales and receipts. To 
complete this form^ the following should be donei 

It Each day you should enter both debit and credit items from 

the dally sales and cash summary and make sure total debits 

for each day equal total credits for each day. 
2, Each month you should summarize these entries and make entries 

to the general ledger or book, of accounts* 
This schedule also serves the function of a trial balance. The trial 
balance euias up the daily debits and credits and serves as a posting 
medium for the general ledger or books of accounts. 

fisdiibit R shows the debits and credits on the same page; however ^ 
it would be more practical to set up separate columnar sheets for the 
debits and credits. The enf ries are referenced with line numbers from 
the Daily Sales and Cash Sununary to show where the entries came from* 

The feintriea and their correspondijig general ledger accounts are 
□hown in Exhibit 
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ExhtbiL R 
Journal of Sales and Receipts 



Date 



Dacember 19 



Description 



Dally Summary 



Charge Sales 
Llne--17 



$75 



Bank Deposit 



$500 



Today's 

Cash 

Line--10 



Ent 



$32! 



Data 



Description 



December 19 



Daily Summary 



Total Sales 
Line-18 



$510 



Collections 
on Account 
Line-2 



$80 



Yesterday's 
Ending Cash 
Line^-il 



P05 
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EKhibit S 



Type of Entry 


Column Heading 


1 . , . 

General Ledger Account 


Debit 


Charge Sales 


Accounts Receivable 


Debit 


Bank Deposit 


Cash 


Debit 


Today's Ending Cash 


Cash . - ^^^^ 


Debit 


Cash Short 


Miscellaneous Expense 


Credit 


Total Sales 


Sales 


Credit 


Collections on Account 


Accounts Receivable 


Credit 


Yesterday's Ending Cash 


Cash 


Credit 


Miscellaneous 


Miscellaneous Income 



58 



ERIC 



Part III, Unit C 
Keeping the 
Business Recorda 



Cash Disbursetnent Journal 



fmAT IS A 
CASH DIS' 
BUBSBMENT 

joumAL? 



An essential component of any financial control and record keeping 
system is maintaining an accurate and up-'to-date cash disbursernent 
journal. Exhibit T is a sample of a caoh disba^rsement journal. It 
Includes the following necesaary infoOTatlon; 
' 1, Date 

2. Payee (to whom the check is issued) 

3. Check number 

4. Amount of check 

5. Suggested group of general ledger accounts which will be 
affected by the disbursement • 

Since it is imperative to have receipts for all disbursements, the use 
of a checking account is recommended. The record of a cancelled ch-^ck 
is also a reliable document for verification in income tax records- 
keeping. 

Just as the journal of sales and receipts was summarized monthly 
to serve as a posting reference to the general ledgers the cash dis- 
bursement journal is similarly sunmiarlzed monthly and used as a post- 
ing reference to the general ledger. 

In the cash disbursement journal shown in Exhibit the four col-- 
umns on the right hand side of the form represent debit entries to the 
general ledger while the four co^^/^ following the check number denote 
credit entries to the general ledger. To establish this journal inex^ 
pensively, obtain or construct a supply of columnar work sheets similar 
to the payroll work sheet previously mentioned. 
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Exhibit T 
Cash Disbursement Journal 



Date 



.12^19-77 

12-19--77 
12^26-77 
12-30-77 

12-^31-77 



Payee 



F.T. Help 

(2 week salary) 

A*B,C* Supply Co 

Mr, Landlord 

I.R.S* 

R.U.Salaa 



74 



Check 
No. 



101 

102 
103 
104 

105 



Amt of 

Check 

(CH) 



$257 

$325 
$ 75 
$ 18 

$185 



Payroll 
Inc Tax 
(CR) 



25 



Deduct 
Soc Sec 
(CR) 



18 



Genl 
Desc 
(CR) 



Ledger 
Amt 



Inventory [salaries 
(DB) (DB) 



$325 



}00 



Genl Ledger 

Desc/ 

(CDB) 



Rent 

Payroll 
Tax 

Acts 
Pay 



$ 75 
$ 18 

$185 



m 


7^ 








m 




f& 


Fi 






ft 


P 










w 




CJQ 


M 






M 




rr 
















n 




13 


o 




H* 






ft 


7b 
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Bank Reconciliation 



WW IS THE 



A control device for the cash disbursement journal is the hank 



MNK RECON-' reconnillation form as shown in EKhibit U, It is used to adjust the 
7ILIATI0N bank balance for any deposits and checks that have not been processed 
3TATM4ENT by the bank* The adjusted bank balance is compared with the balance that 
ISED? your check stubs show plus or minus any corrections or service charges, 

' Failing to keep track of the amount in a checking account ..an re^ 

suit in having a check returned for insufficient funds and consequent 
overdraft charge. This cannot only be embarrassing ^ it can also be 
expensive. 

For these reasons, it is important that this reconcllation be 
performed immediately upon receip . of the bank statement. The longer 
any errors exists either on your records or on tha bank's records ^ the 
more difficult it will be to locate any discrepancies between the bank 
balance and your balan'^e. 
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L EDGER ACCOUNTS 

The general ledgerj or book of accounts^ is used to accurately state 
the financial picture of the business as of any given date. Generally 
it uses information taken from the journals or books of original entry. 
The general ledger records the balance of the assets and liabilities, and 
net worth of the business j in addition to accumulating the sales and ex- 
pense ite^s by categories* At the close of the business year^ the sales 
and expense items (are transferred to the profit and loss account. This 
profiL and loss account is then transferred to the capital account. 
Balances of all other categories of accounts in the general ledger-^-^assets , 
liabilities and net worth balances — ^appear on the balance sheet* 
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Exhibit U 
Bank Reconciliation 







December 31, 


1977 






Date 






Balance per Bank Statement 


$ 325. 


00 


2. 


Add DaposlCs Not Credited 

^ Atnniinf" 

12-31 $500.00 


500. 
$ 825, 


00 
00 


3. 


Deduct Outstanding Checks 








105 12-31 $185.00 
106, 12-30 18.00 


$ 203. 


00 


4. 


Adjusted Bank Balance 


$ 622. 


00 


5. 


Balance per Checkbook 


$ 623. 


00 


6. 


Add Corrections 






7. 


Deduct Bank Service Charge 


$ 1. 


00 


8. 


Adjusted Checkbook glance 


$ 622. 


00 
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An account number is assignad to each item in the ledger. These 
numbers help the bookkeeper eetablish the proper sequence of accounts 
tfnd also facilitate the posting of transactions to these accounta from 
the journals or original entries. 

The number of accounts that should be established depends upon the 
particular acti\rity of the businesSj but there are certain basic accounts 
that all businesses use in stating the financial records of their par^ 
ticular L^tivity. The lists of accounts in the following sections are 
not complete* however, they are the ones more commonly used. Expand- 
ing the number and defining some additional categories more distinctly 
is appropriate if the situation dictates. For examplej your firm may 
have some particular asset items that may not be listed here_such as 
organization expenses, goodwill , and , if you are a manufacturing con^ 
certij materials and supplies. 



rgAT ABOUT 
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Assets 

The first category of general ledger account lists assets. Assets 
ire considered items that a firm owns. Some typical accounts arei 



Account 


No. 


101 


= Cash in Bank 


Account 


No, 


102 


- Cash in Vault 


Account 


No. 


201 


- Accounts Receivable 


Account 


No, 


210 


- Prepaid Expenses 


Account 


No, 


220 


- Inventory 


Account 


No, 


280 


= Buildings 


Account 


No. 


290 


* Equipment 
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Liabilities 

HOW ABOUT The second category of general ledger accounts is the iiabilities 

LIABILITIES of the business. These Items consist of debts or accounts that the 

AND THE business owes otfei^s. For a small business , they might consist of ^ 

LEDGER? the following i 

Account No, 301 = Accounts Payable 

Account No* 310 - Notes Payable (within one year) 

r 

i Account No, 320 - Sales Tax Payable 

Account No, 321 - PICA Tax Payable 

Account No, 322 - Federal Withholding Tax Payable 

Account No, 323 = State Withholding Tax Payable 

Account No. 390 = Mortgage Payable (Long-Term) 

Account No, 395 = Notes Payable (Long;,-Term) 

In the above list, debts payable within one year and those which 
are long term are differentiated. 

Net Worth 

WHAT ABOUT ' 'The third category of accounts is included in the "Net Worth" 
iVST WORTH? asctlon of the general ledger. It consists of the record of balance 
\ of the owner's Investment in the business. This group of accounts 

also reflects the accumulation of profit and loss balances from the 
income and expense statement, A typical list of these acccu is would 
he • 

Account No, 400 - Proprietorship Account 
Account No, 401 = Proprietorship Withdrawals 
Account No, 410 = Retained Earnings 
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Usually p the first account , Proprietorship Account , reflecCs tiie orig- 
inal Investment plus any additional invescments that the owner makes 
in the business. The balance of this account would be a credit balance 
as it reflects amounts invested by the owner. The second account is the 
withdrawal account , This account will show a debit balance ^ as it rep- 
resents the amount of withdrawals the owner has made from the business. 
This does not represent the owner -s salary but rather a withdrawal of 
previously made investments in the business. The last item in this 
category s Retained Earnings, represents the accumulation of earnings over 
the years* Hopefully, this balance would be a credit balance; however, 
if a business is operating at i loss, this balance will appear as a 
debit. 

Income 

OW ABOUT The fourth category of accounts in the general ledger consists of 

NCOME AND those accounts which reflect or show the income of the business. Jhese 
HE LEDGER? accounts show a credit balance and the entries to these accounts orig^ 
inate from the saies journals that the business maintains* This group 
of accounts is closed out at the end of the business year and the 
amounts are transferred to the profit and loss statement. Some typical 
*->^ccounts would be noted as follows* 

,J 

Account No. 500 Retail Sales 
Account No. 510 - Service Income 
Account No. 590 = Miscellaneous Income 
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Expense 

HOV ^OUT The fifth category of accounts of the business listed in the gen- 

EJ^ENSES eral ledger are the expenses. Expense accounts represent the largest 
AND THE category of accounts # It is advisable to establish accoiints that rep- 

LEDGER? resent frequent or substantial expenditures. However , try to avoid 

establishing separate expense accounts for items that are insignificant 
or infrequently used. Some typical expense accounts are listed below: 



Account 


• 


ouu 




3aJ.3rXss silU ns^s 


Account 


NO * 


An 1 




rayro JLX laxes 


Account 


NO . 






LiOn tract j^aDor \\i 
£ 

Utilities 


Account 


No. 


610 




Account 


No. 


611 




Telephone 


Account 


No. 


612 




Rent 


Account 


No. 


620 




Office Supplies 


Account 


No. 


621 




Postage 


Account 


No. 


630 




Insurance 


Account 


No. 


631 




Interest on Debt 


Account 


No. 


640 




Depreciation 


Account 


No. 


650 




Travel 


Account 


No. 


651 




Entertainment 


Ac count 


No. 


660 




Advertising 


Account 


No. 


690 




Miscellaneous 
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All expense items should be paid by bank checks. Yuu should write 

the number of the general ledger account of the particular expense 

item on the check stub at the time the check is written* 

( 

IffiRCHANDISE INVENTORY 
What is the ideal amount of inventory that a business should carry 
at any one time? The answer is basically stople—^enough inventory 
should be maintained so that sales will never be lost, but not so 
much that it ties up capital or becomes dated* It may sound easy, but 
in practice it becomes very difficult to achieve this ideal inventory 
level. To maintain the proper inventory level, the following areas 
should be consider^^di 

1, The number of brands of a particular item 

2, The quantity on hand (may be either too much or not, enough) 

3, "stock" Items as fads or fashions, 

Th^i number of brands of a particular item will depend, of course, 
upon your customers' demands. To satisfy customer needs, you wJll 
need to Identify customer buying patterns which define what they want. 
Keeping the proper quantity on hand and still justifying the investment 
is a dilemma that the small business person continually faces. One 
temptation is to take advantape of quantity discounts to obtain the 
lowest per unit cost. If you do this^ you may have to buy an excess 
quantity of Inventory and tie up capital. Knowing whether or not a 
.stock item is a fad which could quickly lose its appeal will also 
affect how much Ijiventory you purchase. 

Calculating stock turnover rates can also help the business owner 
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determine how much inventory should be kept on hand. Thd Lurnovi^r 
rate can be computed by using this formula; 



For example^ a business whcse profit and ^oss atacament: show^^ b coHt 
of goods sold of $100,000 and an average inventory of 325,000 wnuid 
have a turnover of four. 

Howeverj a higher turnover rate does not always mean giruater 
profits. The turnover does not reflect the profits on sales chat were 
lost because no inventory was available for s^ale. Your business may 
have a very high turnover on inventory, but if customers are going 
away dissatisfied because of poor selection or lack of availability 
of certain items ^ tlien your profits are not being maximized. 

Having the ideal investment in Inventory is always desired, 
and usually turning away sales because of understocking is more liarra= 
ful tiian having markdowns on eKcesaive inventory items. Obtaining 
the proper inventory balance requires an accurate anticipation of your 
customer needs coupled with a realistic investement. 



Co st of Go ods Sold^ 
Average Inventory 



Stock turnover rata (th_e number of 
times during a given pariod the 
average stock is sold) 
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PREPARATION/ADAPTATION ACTIVITIES 

Are you able co apply these record keeping principles to your busi-- 

ness aspirations? Are you knowledgeabla about the various record 

keeping forms available? The following activities should help you 

check your knowledge of record keeping devices, 
\ 

ASSESSMENT ONE 

1* Wnat are the steps involved in recording a sale if your firm 
uses a double-entry bookkeeping system? 

2. Contact a local business purson and make arr;; cements for 
an interview. Ask these following questions: 

Wh^t type of records does the firm keep? 
* Does the firm have a full-time bookkeeper? 
Are the services of an accountant used? 

3. Check with a trade association for the business you hope to 
own to find out what record keeping assistance it can provide* 

POSTASSESSMENT 

1. Describe the data sources from which entries can be made in 

ledgers and journals* 
i. Discuss Che double^entry bookkeeping systemi in detail. Include 

in ycur discussion the Lules for posting debits and credits, 
3* ^fhat data should be included in order to maintain an 

accurate payroll register? 

4. What information does a detailed form of the daily sales and 
cash sUiTunary influde? 
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5* Describe Che cash disbursement journal. 

Compare your answers tr vour rasponses to the preadsessment . 
You may want to check your postassessment answers with your 
instructor . 

SELF-EVALUATION 

How v^all did you icnow the infurmacion needed to cil^ Lixe acL = 
i\ i c ie s ? 

( ) Very viell 

( ) Fairly -sll 

( ) A little . 
Be honGst with yoursalL, If you feel you don-t know the 
material well enough, it might be helpful to review this section 
before going on, 

r 

\ 
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FILMS 

EXPLORATI ON LEVEL . . 

■'The Language of Business" (14 min. 50 sec, sd,, color, 16mm), 
Available for sale or rental from Sales Branch, National Audlo= 
visual Centei^ ^ General Service Administration, Washington, DC 
20^06. Phone (301) 763-1854. 

Emphasizes the importance of managing business records* 
The story concerns a small business person who ^is considering wh*- ther 
or not to open a second store in a new shopping center* The firm'c 
owner checks the firm-s records to help, but finds them confusing , 
Inability to interpret the facts and information re:iults in a call 
o an accountant, Thay analyze the records, and the accountant 
points. out problems and areas in need of adjustment, drawing upon 
experlenc(3CJ with other business ptirsons to illustrate danger areas* 
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NAliONAL CEMTEfi 

RISEARCH !H VO^'TIONAL EDUCATinN 



USIIMG THE INSTRUCTOR':: GUlJE 



1 he instructor s uuiue contains tne rollowma; 

^ Toachinn^LQarntng Objectives (identical to iMr? Teaching/ 
Learnmrj Objectives found in the HAC^ urnu 

3 I eachinq/LeJ;. iiina Ddliverv Suggestions 

3 Pre/postflbSFjssmenL Suggested R>?spo :3S 



. riis inrnrmdtion is ^jfjdred ':c->vnras &v ievels or ijng, u/iu is designed 

for une :iS □ suppl >nKintal tsaching aid. Additiunal inuM jctinns for using PACE, 
sources of informacion. and an onnotaced niossary can be found n the PACE 
Re^aurcr* Gulda^ ^ 
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PRE/POSTASSESSMENT 
SUGGESTED RESPONSES 



EXPOSURE 

1. Business recordi nnust be carefuily and accurately prepared. Accurate records provide 
information needed to (a) determine how well the business is doing, (b) make fuiure 
plans for the business, and (c) prepare various government reports. Inaccurate records 
are useless and detrimental to the firm. 

2. In a single-entry system each item is recorded (entered) only once; in the double^entry 
svstem, each item is recorded (entered) in two difierent places. 

3. The following information should be included on a business ch :ck siub: check 
number, (b) date check was written, (c) to whom the ch^k was made out, (d) ths 
purpose of the payment (e) balancs brought forward, (f) any depusits madt since then, 
(g) new balance, (h) amount of check, and (i) balance to be carried forward. Informatio 
recorded in a single-entry system is nathered from informstion appearing on the busines 
:h^k stub. 

4. Responses should indicate an awareness f the effectiveness of this controi device, 

5. Employee payroll records should include total wages earned, hours worked, overtime 
earnings, and various wage deductions. 



EXPLOR^iON 

1. Good busines records provldi informa..on: ; determine potential teles growth, 
{b) to be used with nvestofs and creditors, (g) spare varioMi government reports, 
(d) to iiscover ways to improve management v ^ detect shrlnkags. Aid eta i led record 
keepitia system provides a current and accurate picturo of sales, operating costi, inventory 
[evels, credit totals, anrt fiKid and variable co^ts, 

2. Record keeping aisistance can be obtained from various sources including par^^t^me 
bookkeepers, accountants, government agencies, colleges and univeriities, si , pliers, trada 
csiociationi, and local office supply stoi as. 
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3. Accounts receivable records should include information concerning all monies owed to 
ths buiinesi by credit customere. Accounts payablt records contain information about ail 
of the firm's debt*^ 

4. Journals are records of original entiy. Ledg&rs represani summar a running account of 
tht incoma and expenses of the business. 

5. Incoma and expense entries miglit be recorded in a general ledgar according to account 
number. 



PRiPARATION/ADAPTATION 

1. Data sources from which entriis to ledgen and journals can ba made Include adding 

IT ichine tapes, cash regisiEir tapir, salesbook invoices or receipts, cancel(6d chscks, and 
udpoiit slips from bank statin; f'nts. 

2. Responses should indicate workmg knowledge of this salf checking bookkeeping method. 

3. The following data should be includid in a imployee pEyroM ragister: employee's name, 
total hours worked both reguiar and overtime, gross pay, deducations, net pay, and 
ehick number. 

4. The daily sales and cash summFiry has four components: receipts, cash count, caui 
reconcilement, and total salfs. it is also signed. 

5 The cash disbursement journal records mrn'ii paid out by the firm. It can be based upon 
cancelled check records. 
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